
STATE OF ILLINOIS 
SECRETARY OF STATE 

SECURITIES DEPARTMENT 

IN THE MATTER OF: P!VUL ANDREW NIESS 
) 

) No, 0400211 

ORDÊ l OF REVOCATION AND PROHIBITION 

TO THE RESPONDENT: Paul Andrew Niess (CRD# 2157145) 
1345 Bay Meadows Drive 
B a r t l e t t , I l l i n o i s 60103 

WHEREAS, the rtecord of the above captioned matter has been 
reviewed by the Secretary of State or his duly authorized 
representative; 

WHEREAS, the 
of evidence and a l l 
concurred with by 

rollings of the Hearing Officer on the admission 
motions are deemed to be proper and are hereby 

the Secretary of State; 

WHEREAS, the 
Law and Recommendat 
the above-captioned 

WHEREAS, the 
and are adopted by 

from the 
proceedings 
law; 

proposed Findings of Facts and Conclusions of 
ion of the Hearing o f f i c e r , Jon K. E l l i s , i n 
matter have been read and examined; 

following proposed Findings of Fact are correct 
t:he Secretary of State as follows: 

1. The pleadincs and exhibits have been offered and received 
Department and a 
has been made and 

proper record of a l l 
preserved as required by 

The Hearincf 
objections 

Officer has ruled on a l l motions and 
tjimely made and submitted; 

The Hearing 
Department 
subject 
having been 
t h i s Matter; 

matl:er 

4 , Answer As no 
deemed to be 

Officer and the Secretary of State Securities 
l^ave j u r i s d i c t i o n over the parties herein and 

dealt with herein, due and proper notice 
previously given as required by statute i n 

was f i l e d , the Respondent i s therefore 
i n default; 
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5. 

6. 

7. 

8. 

That at a l l 
as an 
adviser 
Company 
Respondent'£ 
representat! 
on November 

I l l i n o i s 
representat; 
puri3uant 

3ve 

On or about 
and sold to 
terminal sa 
with Network 
Inc., w! 
and/or 
investment 

/hereby 
terminal 

cf 

ime 3 At a l l t i 
that as pa 
return of 
and further 
locations 
Inc. and/or 

As part of 
Respondent 
Respondent 
purportedly 
not paid by 
Marketing, 

times relevant, the Respondent was registered 
registered salesperson and investment 

ive through 1717 Capital Management 
to Section 8 of the Act and that the 

salesperson and investment adviser 
registrations were terminated i n I l l i n o i s 

21, 2005. 

September 10, 2004, the Respondent offered 
SW, an I l l i n o i s resident, an internet access 
es agreement (hereinafter "kiosk agreement") 
Services Depot, Inc. and/or K & G Marketing, 

SW purchased 2 0 internet access kiosks 
s (hereinafter "kiosks") i n return f o r an 

$190,000.00. 

relevant, the Respondent represented to SW 
t of t h i s investment, SW would receive a 

l t ) % to 12% per month over a f i v e year period, 
represented that SW would receive a l i s t of 

fi>r said kiosks from Network Services Depot, 
K & G Marketing, Inc. 

t h i s aforesaid investment, SW gave the 
an additional $19,000.00 f o r what the 
represented was an insurance policy which 
would pay the aforesaid monthly payments i f 
Network Services Depot, Inc, and/or K & G 

Inc 

9. After receiving approximately $22,500.00 which 
purportedly represented returns from said kiosks, SW 
never received any further return on her investment a f t e r 
the l a s t check received by SW i n March, 2006. 

agreement 
Mark<jting 

10. On or about 
sold to h i ^ 
kiosk 
K & G 
kiosks i n 
said kiosk 
from the 
salesperson 
that said 
completed wi 

March 31, 2004, the Respondent offered and 
c1lent s BJ and AJ, 111inoi s residents, a 

with Network Services Depot, Inc. and/or 
Inc., whereby BJ and AJ purchased 50 

ileturn f o r an investment of $350,00.00; that 
agreement was purchased pursuant to advice 
ipondent w i t h i n his capacity as a securities 
and investment adviser representative, and 

agreement and a l l related paperwork were 
t h the assistance of the Respondent. 

k;LOSk 
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11 

12 

13 

14 

15 

16 

17 

18 

At a l l times 
and AJ that 
return of 
involved i n 
the option 
and AJ 
kiosks from 
Marketing, 
of said 

would 

relevant, the Respondent represented to BJ 
said investment would provide a guaranteed 
% or more per month, that there was no r i s k 
t h i s investment, that BJ and AJ would have 
s e l l i n g the kiosks back i n 5 years, that BJ 
be provided a l i s t of locations f o r said 

Network Services Depot, Inc. and/or K & G 
Inc. would provide the maintenance and service 

10 

of 

kioEiks 

At a l l times 
BJ or AJ of 
aforementiorted 

After receiving 
Marketing, 
represented 
received an^ 
l a s t check 

approximately $60,000.00 from both K & G 
Inc. and the Respondent, which purportedly 
returns from said kiosks, BJ and AJ never 
further return on t h e i r investment a f t e r the 

ifeceived by BJ and AJ on March 11, 2006. 

SW, BJ and 
kiosks nor 
specific 

on or about 
personal loan 
$28,000.00 
securities 
representata ve 

On or about 
statement tci 
t h i s matter 

During t h i s 
he received 
Marketing, 
respective 
regards to 
and s e l l i n g 
aforesaid 

On or about 
wire 
$9,000.00 

transfar 

relevant, the Respondent never advised SW, 
any r i s k involved or associated with the 
investment. 

}\J never received a l i s t of locations f o r said 
vrere they ever advised i n any manner as to the 

locations of said kiosks. 

March 31, 2004, the Respondent obtained a 
from BJ and AJ i n the sum of approximately 

w i t h i n the course of his role as t h e i r 
salesperson and investment adviser 

March 9, 2007, the respondent gave a sworn 
the I l l i n o i s Securities Department regarding 

pursuant to subpoena. 

sworn statement, the Respondent stated that 
no f i n a n c i a l compensation from K & G 

Inc., Network Services, Inc., or t h e i r 
presidents Greg Mooney and Charles Castro, i n 
t̂ he Respondent's p a r t i c i p a t i o n i n the o f f e r i n g 

of any kiosk agreement, including the 
kilosk agreements purchased by SW, BJ and AJ. 

September 10, 2004, the Respondent received a 
in t o his bank account i n the amount of 

fitom Charles Castro. 
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19 

20 

21 

22 

23 

24 

On or about 
wire 
$9,000.00 fifom 

transfer 

On or about 
wire 
$7,000.00 

transfer 
December 28, 2004, the respondent received a 

i n t o his bank account i n the amount of 
fitom Greg Mooney and K & G Marketing. 

On or about 
wire 
$18,000.00 

transfer 
February 14, 2005, the Respondent received a 

int o his bank account i n the amount of 
^rom Greg Mooney and K & G Marketing. 

the Each of 
contract ancl 
pursuant to 

Section 5 o 
those set 
Section 3, 
exempt unde^ 
with the 
i n the State 

the Act provides that a l l securities except 
f b r t h under Section 2a, or those exempt under 

or those offered and sold i n transactions 
Section 4 of the Act s h a l l be registered 

Se<t:retary of State p r i o r to t h e i r o f f e r or sale 
of I l l i n o i s . 

'Security 

or 

That Section 
term 
debenture, 
interest 
agreement, 
c e r t i f i c a t e 
investment 
c e r t i f i c a t e , 
deposit f o r 
o i l , gas or 
put, c a l l , 
security, 
securities 
the value 
p r i v i l e g e 
r e l a t i n g 
i n t erest or 
any 
temporary 
guarantee 
purchase, 
a mineral 
delivery 

tCJ 

c e r t i f i c a t e 

September 23, 2004, the Respondent received a 
int o his bank account i n the amount of 
Greg Mooney and K & G Marketing. 

above kiosk agreements i s an investment 
therefore a security as that term i s defined 

Section 2.1. of the Act. 

2.1 of the Act (815 ILCS 5/2.1) defines the 
as any note, stock, treasury stock, bond, 

evidence of indebtedness, c e r t i f i c a t e of 
p a r t i c i p a t i o n i n any p r o f i t sharing 

Collateral t r u s t c e r t i f i c a t e , pre-organization 
or subscription, transf ercOale share, 

i;:ontract, investment fund share, face-amount 
voting-trust c e r t i f i c a t e , c e r t i f i c a t e of 

a security, f r a c t i o n a l undivided interest i n 
other mineral lease, r i g h t or royalty, any 
straddle, option, or p r i v i l e g e on any 

c e r t i f i c a t e of deposit or group or index of 
(including any in t e r e s t therein or based on 

), or any put, c a l l , straddle, option or 
in t o on a national securities exchange 

foreign currency, or, i n general, any 
instrument commonly known as a "Security", or 

of i n terest or p a r t i c i p a t i o n i n , 
or interim c e r t i f i c a t e f o r , receipt f o r , 

or warrant or r i g h t to subscribe to or 
of the foregoing. "Security" does not mean 

investment contract or a mineral deferred 
contract; provided, however, the Department 

ttiereof! 
entered 

ot , 
any 
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shall have 
hereinafter 

authority to regulate these contracts as 
provided. 

25. That Section 2.5 of the Act (815 ILCS 5/2.5) defines the 
term "Sale i^r S e l l " to include the f u l l meaning of that 
term as applied by or accepted i n the courts of t h i s 
State, and sh a l l include every contract of sale or 
disposition of a security or in t e r e s t i n a security of 
value. 

26-

27. 

28-

29 

30 

That Sectiorl 
term "Offer" 
dispose of, 
security or 
that the 
negotiations 
underwriter 
p r i v i t y of 
or p u b l i c a t i 
preliminary 
regulations 

2.5a of the Act (815 ILCS 5/2a) defines the 
to include every o f f e r to s e l l or otherwise 
s o l i c i t a t i o n of an o f f e r to purchase, a 

interest i n a security f o r value; provided 
tierm "Offer" shall not include preliminary 

or agreements between an issuer and any 
or among underwriters who are or are to be i n 
i:ontract with an issuer, or a the c i r c u l a t i o n 
ion of an i d e n t i f y i n g statement or c i r c u l a r or 

prospectus, as defined by rules or 
of the Secretary of State. 

Section 12. 
shall be a 
or s e l l any 
provisions of 

of the Act provides, i n t e r a l i a , that i t 
v i o l a t i o n of the Act f o r any person to o f f e r 

securities except i n accordance with the 
the Act. 

Section 12.p of the Act provides, i n t e r a l i a , that i t 
shall be a 
f i l e with the 
be f i l e d under 

'iolation of the Act f o r any person to f a i l to 
Secretary of State any document required to 
any provision of the Act. 

Section 12. ̂  of the Act provides, i n t e r a l i a , that i t 
sha l l be a 
made i n any 
t h i s Act or 
of State 
false or mil 

v i o l a t i o n of the Act to make, or cause to be 
application, report or document f i l e d under 
any rule or regulation made by the Secretary 

to t h i s Act, any statement which was 
leading with respect to any material fa c t . 

pursuant 

Section 12. G of the Act provides, i n t e r a l i a , that i t 
sha l l be a v i o l a t i o n of the Act for any person to obtain 
money or property through the sale of securities by means 
of any untrue statement of a material fact or any 
omission to state a material fact necessary i n order to 
make the statements made, i n the l i g h t of the 
circumstances under which they were made, not misleading. 
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31 

32 

33 

Section 8.E 
subject to 

.1(b) of the Act states, i n t e r a l i a , that 
the provisions of subsection F of Section 11 

of the Act, the r e g i s t r a t i o n of a salesperson or 
investment 
revoked i f 
salesperson 

adviser representative may be suspended or 
the Secretary of State finds that the 
or investor adviser representative has 

engaged i n ̂ ny unethical practice i n the o f f e r or sale of 
securities. 

Section 8.E 
subject to 
of the Act 
investment 
revoked i f 
salesperson 
vio l a t e d an> 

.l.(g) of the Act states, i n t e r a l i a , that 
the provisions of subsection F of Section 11 

the r e g i s t r a t i o n of a salesperson or 
adviser representative may be suspended or 

the Secretary of State finds that the 
or investor adviser representative has 
of the provisions of the Act. 

NASD Rule 
associated 
borrow money 
person unlesi 
the 
registered 
lending or 
conditions 

2370 provides, i n t e r a l i a , that no person 

borrowing 

34. NASAA Model 

y i t h a member i n any registered capacity may 
from or lend money to any customer of such 

s the member has w r i t t e n procedures allowing 
and lending of money between such 

]3ersons and customers of the member and the 
borrowing arrangements f a l l w i t h i n certain 

stated w i t h i n the aforesaid Rule. so 

Rule 102(a)(4)-l provides, i n t e r a l i a , that 
i t i s an un€!thical business practice to borrow money from 
a c l i e n t unless the c l i e n t f a l l s w i t h i n stated 
exemptions. 

35. At a l l timesi relevant, 1717 Capital Management Company 
maintained 
p r o h i b i t i n g 

w r i t t e n company po l i c i e s and procedures 
i t s salespersons and investment adviser 

representatijves from lending or borrowing money from 
customers. 

36 

37 

The loan 
not f a l l wi 
nor did BJ 
wit h i n NASAS, 

arrangement between BJ/AJ and the Respondent did 
t h i n the conditions outlined i n NASD Rule 2370 

or AJ f a l l w i t h i n the exemptions outlined 
Model Rule 102(a) ( 4 ) - l . 

At a l l times relevant hereto, the Respondent engaged i n 
an unethical practice i n the o f f e r or sale of securities 
i n that the Respondent s o l i c i t e d and obtained a private 
loan from a c l i e n t while w i t h i n his capacity as an 
investment 4<^viser and securities salesperson despite the 
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38 

39 

fact that 
w r i t t e n pol 
the NASD anci 

such loan was prohibited by his company's 
;Lcies and procedures as well as the rules of 
NASAA. 

At a l l times 
an unethica 
i n that 
Department 
that he nev 
Network 
respective 
the 
agreements, 
numerous 
account froni 

the 

Services 

connection 

wi]re 

relevant hereto, the Respondent engaged i n 
practice i n the o f f e r or sale of securities 
Respondent, i n a sworn statement to the 

subject to subpoena, advised the Department 
er received any f i n a n c i a l compensation from 

Inc., K & G Marketing, and/or t h e i r 
presidents Charles Castro and Greg Mooney, i n 

with the o f f e r and sale of said kiosk 
whe re i n fact the Re spondent re ce i ved 
transfers of money i n t o his personal bank 

Castro, Mooney and K & G Marketing. 

At a l l tim(js relevant hereto, the Respondent obtained 
money or property through the o f f e r or sale of securities 

any untrue statement of a material fact or 
any omission to state a material fact i n that the 
Respondent ^represented to SW that SW would receive a 10% 
to 12% monthly return from her kiosk investment, that 
said monthly payments were insured f o r a 5 year period, 

would receive a l i s t of locations f o r said 
kiosks, whejre i n fa c t , SW received no further monthly 
payments aft^er March, 2006, and never received a l i s t of 
locations t o r said kiosks; furthermore, the Respondent 
f a i l e d to qidvise SW of any r i s k associated with said 
investment. 

40 

41 

prc»perty 
At a l l tim^s 
money or 
by means of 
omission to 
represented 
a guaranteecfl 
r i s k i 
would receiV"e 
i n fact BJ 
af t e r March 
locations; 
BJ and AJ of 

At a l l 
f i l e an 
referenced 
to t h e i r 

relevant hereto, the Re spondent obtained 
through the o f f e r or sale of securities 

any untrue statement of material fact or any 
state a material fact i n that Respondent 

to BJ and AJ that t h i s investment would y i e l d 
return of 10% per month, that there was no 

i n said investment, and that BJ and AJ 
a l i s t of locations f o r said kiosks, where 

and AJ received no further monthly payments 
2006, and never received a l i s t of kiosk 

iurthermore, the Respondent f a i l e d to advise 
any risks associated with said investment. 

times relevant hereto, the Respondent f a i l e d to 
application f o r r e g i s t r a t i o n of the above-
ijecurities with the Secretary of State p r i o r 

o f f e r or sale i n the State of I l l i n o i s . 
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42 

43 

44 

45 

46 

47 

By v i r t u e 
Sections 12 

Secretary 
Section 11. 
the 
violated 
the Secreta^ 
person from 
State, prov 
order of 
of State 
r e h a b i l i t a t 
amendment 
pro h i b i t i o n . 

Qf the foregoing, the Respondent has vi o l a t e d 
A, D, E and G of the Act. 

ii: (2) of the Act provides, i n t e r a l i a , that i f 
of State shall f i n d that any person has 

D, E or G of Section 12 of the Act, 
of State may by w r i t t e n order p r o h i b i t the 

o f f e r i n g or s e l l i n g any securities i n t h i s 
ded that any person who i s the subject or an 

p r o h i b i t i o n may p e t i t i o n the Secretary 
f o r a hearing to present evidence of 

ion or change of circumstances j u s t i f y i n g the 
or termination of the order of permanent 

sul)sections 

pemanent 

Section 11. 
the Secret, 
engaging or 
o f f e r i n g fo 
without 
complied 
requirements: 
w r i t t e n 
s e l l i n g any 

p r i o r 
wi 

order 

(3) of the Act provides, i n t e r a l i a , that i f 
Y of State s h a l l f i n d that any person i s 
has engaged i n the business of s e l l i n g or 
sale securities as a dealer or salesperson 

thereto and at the time thereof having 
i t h the r e g i s t r a t i o n or notice f i l i n g 
of t h i s Act, the Secretary of State may by 

p r o h i b i t the person from o f f e r i n g or 
securities i n t h i s State. 

Section 11.i:(4) of the Act provides, i n t e r a l i a , that i f 
the secreta:^ of State, a f t e r f i n d i n g that any provision 

has been violated, may impose a fine as 
provided by rule, regulation or order not to exceed 
$10,000.00 i:or each v i o l a t i o n of the Act, as well as the 
costs of investigation and reasonable expenses, and may 
issue an orcLer of public censure against the v i o l a t o r . 

ion 

By v i r t u e o 
a f i n e of 
i n v e s t i g a t i 
an order 
o f f e r i n g or 
as well as 
salesperson 
r e g i s t r a t i loris 

The entry o 
Censure, 
Matter givei|i 

the foregoing, the Respondent i s subject to 
up to $10,000.00 per v i o l a t i o n , costs of 

reasonaUDle expenses, an order of censure, 
which permanently prohibits the Respondent from 

s e l l i n g securities i n the State of I l l i n o i s 
an order which suspends or revokes his 
and investment adviser representative 
i n the State of I l l i n o i s . 

a f i n a l w r i t t e n Order of Revocation, Public 
Prohibition and Fine i s proper i n t h i s 

the conduct of the Respondent as described 
Pennanent 
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i n the pleafeiings and Secretary of State Exhibits No. 1 
20. 

WHEREAS, the 
correct and are adopted 

made 
security 

The actions 
Respondent 
s e l l any 
Act are 
actions. 
Respondent 
required 
violations 
representations 
connection 
misleading 
actions. 
Respondent 
facts and 
purchasers 

representations, and/or omissions of the 
i n connection with the f a i l u r e to o f f e r or 

i n accordance with the provisions of the 
violations of Section 12. A of the Act. The 
representations, and/or omissions of the 
made i n connection with the f a i l u r e to f i l e 

documents with the Secretary of State are 
of Section 12. D of the Act. The actions, 

and/or omissions of the Respondent made i n 
^ i t h his sworn statements that were false or 

violations of Section 12.E of the Act. The 
riepre sentat ions, and/ or omi s s ions 
tfhich were untrue or misleading of 
were made to obtain money from 

are violations of Section 12.G of the Act. 

Because of 
Exhibits 
20, the 
wri t t e n 
pursuant to 
offe r i n g or 
imposes a f 
to exceed 
pxablicly 
the 
adviser 
i n the State 
Act, and 
under the Adt 

reg i s t r a t 

WHEREAS, the 
are correct and are 

following proposed Conclusions of Law 
by the Secretary of State as follows: 

are 

of the 
material 
I l l i n o i s 

adriitted 
Respondent 
Ordesr 

the Findings of t h i s Order, the pleadings, and 
as Secretary of State Exhibits Nos. 1-

i s subject to the entry of a f i n a l 
that permanently prohibits the Respondents 

Sections ll.E(2) and ll.E(3) of the Act from 
s e l l i n g securities i n the state of I l l i n o i s , 

ine pursuant to Section ll.E(4) of the Act not 
$10,000.00 f o r each v i o l a t i o n of the Act, 

the Respondent i n t h i s Matter, revokes 
ion of the Respondent as an investment 

and/or a salesperson of securities 
of I l l i n o i s pursuant to Section 8.E(1) of the 

gijants such other re 1 i e f as may be authorized 

censures 

repiesentative 

proposed Recommendations of the Hearing Officer 
accepted by the Secretary of State. 

NOW THEREFORE, IT i f i HEREBY ORDERED THAT: 

1. The Respondent, Paul Andrew Niess, s h a l l be permanently 
prohibited from o f f e r i n g and s e l l i n g securities i n the 
State of I l l i n o i s ; 
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The Respondent, Paul Andrew Niess, s h a l l pay a f i n e of 
$25,000.00 i'or multiple v i o l a t i o n s of the Act; 

The Respondent, Paul Andrew Niess, s h a l l be p u b l i c l y 
censured; and 

The Responiient' s r e g i s t r a t i o n as a salesperson of 
securities and as an investment adviser's representative 
i n the State of I l l i n o i s s h a ll be Revoked as of November 
21, 2005. 

14^ 
ENTERED: This] 1*7 day of 

2008 

Jesse White 
Secretary of State 
State of I l l i n o i s 

NOTICE: Failure to fcomply with the terms of t h i s Order s h a l l be a 
v i o l a t i o n of the Section 12.D of the Act. Any person or e n t i t y 
who f a i l s to comply with the terms of t h i s Order of the Secretary 
of State, having knowledge of the existence of the Order, s h a l l 
be g u i l t y of a Class 4 felony. 

This i s a f i n a l order subject to administrative review pursuant 
to the Administrative Review Law, [735 ILCS 5/3-101 et seq. ] and 
the Rules and Regulations of the I l l i n o i s Securities Act, [14 
111. Admin. Code ::h. I , Section 130.1123]. Any action f o r 
J u d i c i a l Review must be commenced w i t h i n t h i r t y - f i v e (35) days 
from the date a copy of t h i s Order i s served upon the party 
seeking review. 

Attorney f o r the Sebretary of State: 
Johan Schripsema 
I l l i n o i s Securities 
350 Seright 
Suite C 
Harrisburg, I l l i n o i s 62946 

Department 


